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C‘OR.1MKNTS OF PAIS’I’EC COMMUNICATIONS, INC. IN SUPPORT OF ATLGT’s 
PETITION FOR A SPECIAL ACCESS RULEMAKING 

PaeTec Comnitii i ica~ioiis, Inc. (“PacTcc”) respecrfully subinits thesc coiiiinents i n  

stipporl 01’ ATNrT’s Pctition tor Rulem;iking to Reform Regulation of lncuiiibent Local Exchange 

C;u-rier Ratcs lor Intei.sratc Special Access Services (“AT&T’s Petition”). I 

PacTcc is it nationwide integrated comiilunications provider that offers broadband 

c[iiitii1uniciition\ suIuLions, including data, voice and an expanding array ot applicatioiis and 

nctwork integration services, primari ly t o  business and institutional customers.’ PacTec accesses 

i t s  elid tiscr cii~roniers i n  almost cvery instancc i i l i l iaing high capacity special access circuits 



Cotiitncnt\ of PitcTec Communication\, Inc. 
Dockel No. 02- 10593 

December 2,2002 

lcitscd I'roin II-ECs. PaeTec's hu\ incss hits bccn growing. Froin end of year 2000 to end of year 

2001, PiieTcc tiiore Ihan tlo~ibled i t <  T I  trai isinissicit i  lines in service f rom 4,424 (106,176 ;iccess 

l i ne  e q t i i v ~ k t i t ~ )  to 9.702 (212,848 ;~cccss line cqitiviilcnt\) and has surpassed 300,000 xcess  

line equivalents in 2002 .  No! surprisingly, in light of the Lick of  constraints o n  the ILECs' 

\pccial ; iccc~s pricing during this w i n e  period. the CO\IS of PacTcc's leased transport jumped 

1'i.oiit 51'1, IO 60%. 0 1  i l s  ovci-;tII coat o f  sitlcs. 'I'hese ccists, which ai'e simply monopoly rents foI 

hollleticck facil i t ies. divert sc~i i .cc ciipil i i l from hcing spent by coinpetirors, such as PaeTec, on 

prcicluclivc effort< to l'urlher diffci-cnlialc their services from the ILECs'. Accoi-tlingly, PaeTcc 

h:ih :I v i ta l  inlerest i n  the s ~ ~ c c e \ s  ( i f  AlBrT'r Petition i-eque<ting Ihat the Coinmission address the 

11,ECs. ut i , j i t \ t  i i i i c l  unrcasotiahle \ l ~ c i ; i l  iiccess 1;ttcs 

P;icTcc pays the cxoihilitt i[ rate\ [or yxc ia l  ;tccess circuits to reach i t s  end uscrs rather 

thar i  cast basctl rate5 fur. LINE loop ;tnd combinnlions of UNEs for  three reasons. First, PaeTec's 

expcriciice strows that ILEC special ;iccess operational support systctns and processes ~- although 

burdened wi lh ordei.ing conlt is ion, provisioning delays ;tnd tnaintenance failurcs in their own 

righl - are s t i l l  better than ILEC ciperalional support hyslcins and processes related to UNEs, 

 par^ icLilsrly IJN E comhi n:itioiis. 

Second, !he "eo-iiiingling" ;tiid "use" restrictions applicable to conversion of special 

iicccss circuits to U N E  cotiibinalions rcntler t h a t  cost based alternative for leasing the same 

facililieq as ccononiically and operationally impraclicul.' I n  short, PaeTec has no alternatives to 
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lea\ing its "liist mile" ;tccess to end usci's from ILECs because the ILECs face no meaningful 

coiiipclil ion. Therc i s  no placc elsc to go. 

Lastly, i.cgtilatory uncci.tainty sui~i~oiincling the existence o f  UNEs and U N E  combinations 

niake provision of such services oii:1ttI.;ictive t o  c:rrriers l ike PaeTec. PaeTec i s  interested in 

iiiiii.\liiiling i l s  Iprcciomh citpiliil illid expense dollars in :tccjuiring a n d  serving the cusiomer rather 

tI1;ln i i i  lengthy regLil;itory pt-occcding\. Ohsei.ving the v:ig;iricb 01'  stiitc and federal regulatory 

ititci-prct:itioii o t  C'cmgi-css' ititciil I O  fo\teI coinpetition cxplicit  in the Communications Act of 

1934. ;I\ :itiicIicIcd ("Act"), PaeTec cliosc to ptii.chase and provision the service ILECs were, and 

;ii-e, i i imt  wil l ing to sell. Now t l i i i t  the ILEC's Ii;ive waged ii s u c c c s ~ f t ~ l  fight in eviscerating the 

pi.iiL.liciil iivailahility of UNE\ ,  theii- ohjeclicc now i \ tc) lurther ccrncnt their monopoly status in 

the 1:ist. hest hopc lor high capacity conipetitioil in thc last  inile to tlic cListonier premiseh. As 

PacTcc. i i t i c l  the teleconimunic;iti[)n\ capital tiiui-kcls, x e  in  no position to advocate return to the 

wildly inefficient practice o f  rearranging stihtetrancan New York, Boston, Miami,  Philadelphia 

01- ILos Angelcs t o  hypass ILEC last iiiilc high capacity bottlenecks, survival of facilities-based 

cotnpetition ~ hi- now - remains with the leasing of competitively priced special access services. 

Ii-onically. ;IS AT&T's Petition tindcr<coi.es, the current flexible pricing regime governing 

ILEC special itcce\s serviccs i s  h;ised on the Commission's prediction that a competitive 

wholesale market for special iicces\ services would constrain lLECs from charging monopoly 

rents.' Years o f  iicttial expcrience since [he implemcnlation o f  the tlexible pricing regime 
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dciiioii\ITiitc that I l i e  pi.ccliction hiis iiot coi i ie Irue. Pael‘cc’s experience has consistently been to 

be treated by ILECs LIS i t ’ thcy are !he only g ~ i i i e  iii town. PaeTec, dcspite rrequcnt requesis to the 

I IkCs,  l i : ~  heen unable 10 hcnetii by a n y  “Hexibility” ILECs are ;whorized to cxercise in order 

to iiicct challcngcs by asserted coiiipetilive spccial iiccess providers. Similarly, AT&T  states [hat 

over SX%z 01 KrKLT‘s facilities-bawd Ioc;iI ie iv icc l o r  business ciistomers Li5i i ig iiicunibeni 

tacililies o f  DS- I Icvel 01’  higher i s  provided or1 ILEC‘ spcciiil access services iit exoi.bilaiit rates,’ 

Mwcovcr, 11ie coniii iuii ig iiiiregtilated pi.icing regiiiie 01‘ I h c x  monopoly special iicccss service< 

~ ii regime i l ia[  c o i i i ~ i i t i ~  no i i iect inniui i  to f i x  ( l ie pi~obleiit - ensures that the predicied wholesale 

coiiipetilioii wi l l  not dcvclop. 

AT&’l”s Petition dciiionstlalc\ ILECs leverage theii. nronopoly power iii the provision of 

spcciiil :icccss sewice\ by charging patently unjii\t and Liiii.casoiiable rates that severely harm 

both l c x i i l  a i i d  long distance cornperilion by gi.ossly iiit1;itirig their coiiipetitorh’ costs 0 1  doing 

hu\iness. Tl ic r cw l i s  speak f o r  theinselves. For ins~aiicc, in 2001, the Bells speci, ‘I I  cess returns 

were 49.26% (BcllSotith), 4h.5X‘Ic (Qwest), S4.60%1 (SBC), 21.72% (Vcrizon), and 37.0X% 

(Vei.izon excluding N Y  NEX).” Furthermore, thew e x c e s i v e  reliirns are based o n  the Bells’ own 

ARMIS reports which i i t i l i le  ~ n h e d d r d  costs lo calculatc Ihc rille of return. Just its spectacular as 

the rates of relui-n i s  Ihc i i c ~ i i a l  growth in revenucs experienced by the Bells. Special access 

rcvcnucs have triplcd siiicc 1096 from $3.4 bi l l ion to $12 billion.’ At  the same time, the Bells’ 

sc~.vice perfoi.m:ince has come iiiider serious cri l ic isi i i  by i n d u w y  groups. X 

4 
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.4TkT h a y \  08Te ot i t s  coiineciions l o  i t<  ct is io i i ierb arc over facilitie5 leased from ILECs. 

PiicTec's cxperiencc i s  siniilar. There i s  simply no compclil ive wholesale inal.kct to which 

c;ii~irIers inay iiirii. Conscquenily, the ILECs, ahscnt both regulatory aid ~iirii.kct restriiints, 

cor i t i i iw ro i.iiisc prices a n d  rciili7e iisti-onoiiiical rctirrns. Furtlicrinore. the lrcnd i s  cryaial clear 

a i id  iii one tlii-cction. 

The Coiii i i i i\sion i s  ctirrciit ly undertaking ;I tlctailed i w i c w  of the Act's network 

tiiibundling rcrqiiii.ciiients. The p~ii.posc oi' tli;it rcvicb i\ to u w s s  whether changes are nccclcd in 

Ilici\e tinbuiitlling requireineii~s iii i'csponse 11) changing technological, market, and operational 

condilioii\ in thc I c I~eo i r i i i i t i~ i i ca t io i i s  industry. AT&-I'\ pctilion for a special acccss rulein;iking 

i\ a i iece\\aip cmiple i i ient  IO thc Coii ini iwioi i 's uiihuiidlcd network elei i ienl  rcvicw. Indeed, the 

rcvicws of tinbundling i.cqiiireiiient\ ;ind special access i~egiilatioii ili'c inextricably linked. On Ihc 

oiic hid, ILECk vchcincntly conleht the LISC ot cos1 ha& prices f o r  UNEs and UNE 

coiiihiii;itioiis while charging unrcgulatcd iiionopoly ratcs Tor the same facilities under the name 

of special accc\s. The ILECs support their current and ptii.porlcd additional restrictions on the 

use of cost h:ised UNEs by conlcnding market ;titernalive> lo UNEs such iis their own special 

acccss xrv ices and f'aciIitie\ hasctl coiiipetitors exist. There ai-e no such mcaningful alternatives. 

The Commission, in order to satisl'y it?, legal obligation to cnsui-e j u s t  and reasonable rates, must 

grnnt A.r;YrT's Petition to develop el' ltxtive regulation on ILECs provision of i ts  iiionopoly 

\pecial accesa services. 

4 

PneTcc urgcs the Cominiasion to grant ATRrT's peti[ion to promptly initiate ii rulemaking 

In  addition, the Commission to reform regulation of ILEC' rates for special acceqs services. 
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\ I io~i ld  grant interim rel iel  pending the cornplelion of Ihe rulemaking, both by reducing special 

accc\ rates lo levels that woiild ~ ~ r o d u c e  an I I .25% rate of return and by imposing a moratorium 

on considei-illion 01' further pricing i lexihi l i ly applications pending coinpletion of the rulemaking. 

1n1ci.iin i.clicT i s  justified by the crisi5 iii today's telecommunications industry. The 

Coii i i i i i rr ion's ireinatittition (11.  JU\ I  iiild rrawiiahle rate5 would tlrainatically enable PaeTec and 

olhci. i i iorc stahlc comperitoi.a IO  l i i i i - ly piii'i ic ip; ik in coinpeling Tor market opportunities, thus . .  

Re\pecttu I I y '~u  b m i  trcd, 

PAEIEC COMMUNICATIONS, INC 

By: /s/ Jeffrey J .  Binder 

Jeffrey J. Binder, Esquire 
2.500 Vii.ginia Avenue, N W ,  Suite 30.5s 
Washington, D.C. 20037 
(202) 96.5-0167 - Tel. 
(202) 965-1937 ~ F A X  

Its Alto .P ney 

By: 

JT Ambrosi 
Vice Prchident 
Cai-rier and Government Relations 
I PaeTec Plaza 
600 Wil lowbrook Office Park 
Fairport. N Y  14450 
(S8.5) 340 -2.528 - Tel. 
(58.5) 340 - 2563 - FAX 
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